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CENTRAL BOARD OF DIRECT TAXES 

NOTIFICATION 

INCOME- TAX 

New Delhi, the 26th September 1968 
S . O . 3495 . — The following draft of certain rules further to amend the Income 
tax Rules, 1982 , which the Central Board of Direct Taxes proposes to make in 
exercise of the powers conferred by section 295 of the Income-tax Act , 1961 (43 of 
1961) , is hereby published for the information of all persons likely to be affected 
thereby ; and notice is hereby given that the said draft will be taken into considera 
tion on or after the 31st day of October , 1968. 

2 . Any objection or suggestion which may be recelved from any person with 
l espect to the said draft before the said date will be considered by the Central 
Board of Direct Taxes. 

Draft Rules 
1 . ( 1) These rules may be called the Income- tax ( Seventh Amendment) 
Rules , 1968 


( 2 ) They shall come into force on . . . . . . . . . , 


. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 


2 . In the Income-tax Rules, 1962 , after rule 6D the following rule shall be 
Inserted , namely 
" ADD . Cases and circumstances in which payment in a sum exceeding two 

thousand five hundred Tupees may be made otherwise than by a 
crossed cheque drawn on a bank or by a crossed bank draft . - No dis 
allowance under sub - section ( 3 ) of section 40A shall be made where 
any payment in a sum exceeding two thousand five hundred rupees 
is made otherwise than by a crossed cheque drawn on a bank or by 
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a crossed bank draft in the cases and circumstances specified here 

under , namely : 
(a ) Where the payment is made to 
( 1 ) the Reserve Bank of India or any banking company as defined in 

section 5 of the Banking Regulation Act , 1949 ( 10 of 1949) ; 
( 11) the State Bank of India or any subsidiary bank as defined in sec 

tion 2 of the State Bank of India (Subsidiary Banks) Act, 1959 

( 38 of 1959 ) ; 
( iii ) any co - operative bank or land mortgage bank ; 
(iv ) any primary agricultural credit society as defined in clause ( cil ) 

of section 2 of the Reserve Bank of India Act, 1994 (2 of 1934 .) 
or any primary credit society as defined in clause ( civ ) of that 

section ; 
( y ) the Life Insurance Corporation of India established under section 3 

of the Life Insurance Corporation Act , 1956 ( 3.1 of 1956 ) ; 
( vi) the Industrial Finance Corporation of India established under section 

3 of the Industrial Finance Corporation Act , 1948 ( 15 cf 1948 ) ; 
( vii) the Industrial Credit and Investment Corporation of India ; 
(vill ) any State Financial Corporation established under section 3 of the 

State Financial Corporations Act, 1951 (83 of 1951 ) ; 
(b ) where the payment is made to Government and, under the rules frained 

by it, such payment is required to be made in legal tender ; 
( c ) where under any contract entered into by the assessee before the 1st 

day of January , 1969 , the payment is required to be made in legal 

tender ; 
( d ) where the payment is made by 

(1) any letter of credit arrangements through a bank ; 
(11 ) a mail or telegraphic transfer through a bank ; 
( lil ) a book adjustment from any account in a bank to any other account 

in that or any other bank ; 
(iv ) a bill of exchange made payable only to a bank . 
Explanation . For the purposes of this clause and clause ( g ) , the term " bank " 
means any bank , banking company or society referred to in sub - clauses ( i ) to ( lv ) 
of clause ( a ) . 

( e ) where the payment is made by way of adjustment against the amount 

of any liability incurred by the payee for any goods supplied or 

services rendered by the assessee to such payee ; 
( f ) where the payment is made for the purchase of agricultural or forest 

produce or the produce of animal husbandry or dairy or poultry 
farming , or the products of horticulturę, apiculture or pisciculture, 

to the cultivator, grower or producer of such produce or products ; 
( g ) where the payment is made in a village or town , which on the date of 

such payment is not served by any bank , to any person who ordinarily 
resides in or is carrying on any business , profession or vocation in 

such village or town ; 
( h ) In any other case , where the assessee satisfies the Income tax Omcer 

that the payment could not be made by a crossed cheque drawn on a 
bank or by a crossed bank draft due to exceptional or unavoidable 
circumstances and also furnishes evidence to the satisfaction of the 
Income- tax Officer about the genuineness of the payment and the 
identity of the payee ; and the Income-tax Oficer obtains the prior 
approval of the Inspecting Assistant Commissioner for allowing a de 
duction in respect of such payment. " . 
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